AUTHENTICATED
U.S. GOVERNMENT
INFORMATION

GPO

Surface Mining Reclamation and Enforcement, Interior

(ii) ONRR may require that a lessee
submit arm’s-length processing con-
tracts and related documents. Docu-
ments shall be submitted within a rea-
sonable time, as determined by ONRR.

(2) Non-arm’s-length or mo contract. (i)
The lessee must notify ONRR of an al-
lowance based on the incurred costs by
using a separate entry on the Form
ONRR-2014.

(ii) For new processing plants, the
lessee’s initial deduction shall include
estimates of the allowable gas proc-
essing costs for the applicable period.
Cost estimates shall be based upon the
most recently available operations
data for the plant or, if such data are
not available, the lessee shall use esti-
mates based upon industry data for
similar gas processing plants.

(iii) Upon request by ONRR, the les-
see shall submit all data used to pre-
pare the allowance deduction. The data
shall be provided within a reasonable
period of time, as determined by
ONRR.

(iv) If the lessee is authorized to use
the volume weighted average prices
charged other persons as its processing
allowance in accordance with para-
graph (b)(4) of this section, it shall fol-
low the reporting requirements of para-
graph (c¢)(1) of this section.

(d) Interest. (1) If a lessee deducts a
processing allowance on its Form
ONRR-2014 that exceeds 66%5 percent of
the value of the gas processed without
obtaining prior approval of ONRR
under §1206.158, the lessee shall pay in-
terest on the excess allowance amount
taken from the date such amount is
taken to the date the lessee files an ex-
ception request with ONRR.

(2) If a lessee erroneously reports a
processing allowance which results in
an underpayment of royalties, interest
shall be paid on the amount of that un-
derpayment.

(3) Interest required to be paid by
this section shall be determined in ac-
cordance with §1218.54 of this chapter.

(e) Adjustments. (1) If the actual proc-
essing allowance is less than the
amount the lessee has taken on Form
ONRR-2014 for each month during the
allowance reporting period, the lessee
shall pay additional royalties due plus
interest computed under §1218.54 of
this chapter from the allowance report-

§1206.160

ing period when the lessee took the de-
duction to the date the lessee repays
the difference to ONRR. If the actual
processing allowance is greater than
the amount the lessee has taken on
Form ONRR-2014 for each month dur-
ing the allowance reporting period, the
lessee shall be entitled to a credit with
interest.

(2) For lessees processing production
from onshore Federal leases, the lessee
must submit a corrected Form ONRR-
2014 to reflect actual costs, together
with any payment, in accordance with
instructions provided by ONRR.

(3) For lessees processing gas produc-
tion from leases on the OCS, if the les-
see’s estimated processing allowance
exceeds the allowance based on actual
costs, the lessee must submit a cor-
rected Form ONRR-2014 to reflect ac-
tual costs, together with its payment,
in accordance with instructions pro-
vided by ONRR. If the lessee’s esti-
mated costs were less than the actual
costs, the refund procedure will be
specified by ONRR.

(f) Other processing cost determinations.
The provisions of this section shall
apply to determine processing costs
when establishing value using a net
back valuation procedure or any other
procedure that requires deduction of
processing costs.

[63 FR 1272, Jan. 15, 1988, as amended at 53
FR 45762, Nov. 14, 1988; 61 FR 5466, Feb. 12,
1996; 64 FR 43288, Aug. 10, 1999; 73 FR 15891,
Mar. 26, 2008]

§1206.160 Operating allowances.

Notwithstanding any other provi-
sions in these regulations, an operating
allowance may be used for the purpose
of computing payment obligations
when specified in the notice of sale and
the lease. The allowance amount or
formula shall be specified in the notice
of sale and in the lease agreement.

[61 FR 3804, Feb. 2, 1996]
Subpart E—Indian Gas

SOURCE: 64 FR 43515, Aug. 10, 1999, unless
otherwise noted.
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